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October 7, 2010 

The Honorable Tom Harkin 
Chairman 

The Honorable Michael B. Enzi 
Ranking Member 

Committee on Health, Education, Labor, and Pensions 
United States Senate 

The Honorable George Miller 
Chairman 

The Honorable John P. Kline 
Ranking Member 

Committee on Education and Labor 
House of Representatives 

In 1992, Congress banned schools participating in federal student aid 
programs from paying commissions, bonuses, or other financial incentives 
to individuals based on their success in enrolling students or seeming their 
financial aid. 1 The ban applies to all postsecondary schools, including 
private for-profit, public, and private nonprofit schools. Congress 
instituted this incentive compensation ban to eliminate deceptive 
recruiting practices and to protect federal student aid funds from fraud 
and abuse. 2 However, we recently found evidence of deceptive or 
fraudulent recruitment practices at certain postsecondary schools in 
which school officials misrepresented programs or encouraged students to 
falsify their financial aid applications to obtain federal student aid. 3 
Questions have been raised about whether schools are consistently acting 



Generally, the incentive compensation ban applies to schools participating in federal 
student aid programs authorized under Title IV of the Higher Education Act of 1965 (HE A), 
as amended (20 U.S.C. § 1001 et seq.). The ban on incentive payments was added to HEA by 
the Higher Education Amendments of 1992, Pub. L. No. 102-325, § 490 (a)(3). 

2 The federal government provided over $100 billion dollars in grants and loans to fund 
students’ higher education in the 2008-2009 school year. If students default on their federal 
loans, the government and the taxpayers — not the schools — are left with the costs of the 
unpaid loans. 

3 GAO, For-Profit Colleges: Undercover Testing Finds Colleges Encouraged Fraud and 
Engaged in Deceptive and Questionable Marketing Practices , GAO-10-948T (Washington, 
D.C.: Aug. 4, 2010). 
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